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~COMBENTAL

AUDIT STAFF

REPORT OF AUDIT

Accounts Branch

.

This report presents the findings de-
veloped from an audit undertaken pur-
suant to Audit Staff responsibilities
and authorities set forth in organiza- Office of Comptroller
tion regulations. Unless otherwise in-
dicated in the report, the audit in-
cluded review and appraisal of internal
controls and procedures and such
other audit processes, test checks and
verification of accounts, assets and For the period:
transactions as were considered ap-
propriate and consistent with generally

Finance Division

From
accepted audit standards in the cir-
cumstances. Through 10 November 1962 .
The objectives of the audit were to
determine for management whether 25X1A%9A

(1) Adequate controls and pro-
cedures have been established
and are being applied efiec-
tively to safeguard organiza-
tion resources and assure
that resources are used only
for approved and legal pur-
poses, and

__Acting Chief, WH-PE Division.

(2) Activities are being con- Date 5 March 1963
ducted economically, effi-
ciently and in conformance
with policy determinations
and directives. This report consists of 8 pages.

RD
Exclude
.
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REFORT OF AUDIT
Accounts Branch, Finance nivision
office of the Comptroller

As of 30 November 1962

SOOPE OF AURIT

1. Our review included all activities and accounts for
which the Accounts Branch has primary responsibility except
activities of the Proprietary Accounts Section which are
covered in connection with audits of proprietary projects.
Generally, comments relating to the status of accounts pertain
to conditions reflected in the machine runs at 31 October since
runs of that date were the most recent available to us during
the early phases of cur audit.

SUMMARY OF P IRDINGS

2. Our audit disclosed that the status of accounts for
which Accounts Branch has primary responsibility was much
improved over conditlons found at our last audit. The accounts
continue to reflect, however, RURErous incorrect and stale
items, the elimimation off which would greatly improve the
sccuracy of financial data roflected in the accounrts as well
as strengthen the control fumetion whick should be accomplished
through the accounts. These aeficlencies, while found in some
degree in many of the accounts, are moat prevalent in those
sccounts related to property where respomnsibility for process-
ing transactions is divided petween Fimance Division and the
office of Logistica. This appears to be due primarily to
errors im coding and noncurrent recording of tramsactions and
to isck of a clear and systemstic contral sver documents
sffecting finarcial accounts. There is a_ e '
both offices to place greater emphasis oa correct coding and
current recording of tramsactions, and on tisely, vigorous, and
contipuous apalysis and follow-up on uncleared {tems to assure

that improper and erronecus entries are identified and corrected

currently. Also, coemtrol over the recording of property
transsctions should be strengthened.
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SUMMARY OF RECOMMERDATIONS

3. Recommendations arising from our sudit are summarized
below and discussed in detail in the following paragraphs:

a. Far the G@ggtrﬂlier:

(1) BExpedite preparation of procedure aasigrning
maintenance responsibvilities for gemeral
ledger accounts. (Paragraph 4)

(2) Strengthen preparation and review of tréns- -
action and posting documents to assure :C)/?
greater accuracy. (Paragraph 8) ////,

(3) Expedite clearance of old amd improper
jtems in Accounts 195.9, 175.0, 175.8,
and 175.9. (Paragraphs 9, 12 through 14)

(4) Expedite review and determination of action
to be taken to identify reasons for major /
differences written off in reconciliation C

of Type 11 FPA reports. (Paragraphs 15 and 16) ://Xv/

(5) Resclve procedures to be applied in control-
i1ing sccounts payable and clear old and
improper balances in Accounts 303.2 and 303.3.
(Paragrapbs 17 and 18)

(6) Review procedures for recording and control
1ing Accounts Receivable - Property 3ales
and adjust old and improper balances.
{Paragraph 19)

. Por Office of Logistics

(1) In comjunctior with Office of Comptroller
revise procedures to strengthen document
controi. (Paragraphs 3, 6, and 7)

(2) Strengthen procedure for the preparation
and review of financial transactiorn and
poating documents to assure grester
accuracy. (Paragraph 11)

SNERSINIAL R f)\L
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¢(3) BEBxpedite actiom to clear old and improper
items for which Office of Logistics is
responsible in Accounts 175.0 and 173.9.
{Paragraphs 10, 11, 13, and 14)
DETAIL COMMERTS

Need to Complete Procedures for Gemeral ledger Accounts

4. Our audit report of 31 December 1961 recommended
jssuance of & Pipapce Division Operating Procedure assigning
maintenance responsibilities for all gemeral ledger accounts
end written instructions and procedures for fulfilliag these
responsibilities. The current audit disclosed that, although
considerable work has beem done on this, it has not yet been
completed. We recommend that it be expedited.

Control Over Documents Affecting FPA Accounts
Belleved Imadequate

5. Generally the Office of Logistics assigns receiving
report numbers in sequence as individual shipments are
received. This system generally provides an adequate basis
for comtrolling documentation reflecting the receipt of
material to assure that the receipt of property is recorded
in the fimancial accounts.

6. 1In the case of shipments osr other transactioms
reducing inventories, however, no single sequential control
is established which may be relied upon to assure that all
transactions have been or are processed to the financial
sccounts. The Office of Logistics assigms a Loglstics voucber
pugber to each requisition recelved, which subsequently may
alse be used as the Purchase Order and Shipping Pocument number.
If partial shipments are made the partial is imdicated by
affixing an appropriate suffix nusber. Although the use of
the Logistics Voucher number system appears to provide a
desirable and convenient method of intermal comtrol within
the Office of Logistics, it does not afford the document
control which is necessary to assure that all transactions
have been received and processed by the Office of Comptroller.
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7. We recommend that the Office of Logistics in
conjunction with the Office of Comptroller devalop a systen
whereby a1l tramsactions affecting reductions in inventory
will be asaigned credit voucher aumbers in sequence as ship-
ments are made or stock or accountablility is reduced or
transferred, in order to provide a basis for more readily
determining that all transactions have been processed.
Although the present receiving report procedures appear to
afford an adequate degree of comtrol, we suggest that
procedural reviews also include determination whether the
sdvantages to be gained from a separate control over all stock
increments through assignment of debit voucher numbers might
also indicate such a system should be installed.

Tygg 1 BPA Accounts

8. Our review indicated that procedures relating to
the FPA aceounting had been Strengthened and the admipistration
of these accounts was much improved. As indicated in the
following paragraphs, analysis and follow-up procedures
Receasary to clear accounts of old and erromecus amounts were
not consistentiy and effectively carried out is all cases.
Also, more care is needed in the preparation and review of
transaction and posting documents to sssure completeness and
&ceuracy im coding. .

9. Accoust 195.9 - "Accountability to Headquarters -
Property Purchazed for Cash by Type 1 Instaliations’ was in
currant status except for items over twelve months as followa:

Debits Credits
No. Ho
Station Itens Amount Items Amount
11 $18,192 21 $13,799
1 210 - -
2 6958 2 1,227
15 34,039 17 175,771
-2 — 382 = =
Total, 3C November
1962 3 £53.698 40 $190,797
Total, 31 August
1961 82 $33,710 43 $473,206
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Action is currently im process to clear a1l old items.

10. Effective in Jamuary 1962, tramsfers froa Type 1
installations to Headquarters were recorded in new Account
175.0 - "Materiel In Transit From Type I Installatioms to
Headquarters.”" Credits to Account 175.0 are made by Supply
Division on the basis of receiving reports; debits are made
by Pipance Division from monthly FPA reports submitted by
Type 1 imstallations. At 31 October 1962, the account
reflected 268 items totaling $344,418. The age of the items
is indicated by the following tabulation which reflects an
aging of items in the accounts of 9 stations (of 18 total)
having net debit balances in excess of $35,000 or net credit
balances in excess of $3,000.

Lebits Credits
No. No.
Period Qutstanding Items Amount Itens Amount
Under 3 months 84 $303,949 30 $180,095
4-6 months 36 249,225 2 8,010
7-10 months 16 126,610 15 227,503

11. Although effort is being made to clear ummatched
items, the number of balances over six momths old have increased.
Since Supply Division is responsible for the credit entries in
tbis account, Pimance Division requests that Division to take
corrective action on specific credit items, and also sends the
Division periodic listings of open balances. {Yenorandums
dated in August, October, and December 1962 from Fimance Pivision
to Supply Division indicate that the failure of credit entries
to clear corresponding debits is due, at least in part, to
omission of required document mumbers and wrong code numbers.
We recommend that clearance of old items be expedited, and that
Supply Division procedures for recording credit entries be
reviewed and revised as considered pecessary to assure more
accuracy in document preparation.

12. Our review of the status and administration of
Aceount 1T5.8 - "Materiel In Transit Between Type 1 Installations”
disclosed improvement in the account since our last audit.
However, at 31 October 1962, the account had 280 balances with
s met debit value of $249,258. we could not readily age these
palances because the original recording dates were all dropped
in March 1962 wher balances in the account were recoded to
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appear under the receiving rather than the shipping stations.
However, a test examination of balances for two atations
disclosed that 21 of & total of 41 balances were more tharn

six months old. We recommend that action to clear old balances
be expedited.

13. Effective 1 January 1962, Account 175.9, formerly
used to record transfers between Headqusrters and Type I
Instaliations was converted to an account entitled "Matesial
Barmarked for Shipment.” The revised accoumt is used by
Supply Divisiom to record mpterial in the warehouse that has
beer esrmarked for shipment to Type I and II installations.
din provision was made, howevar, 10 maintain separate records
of the transactions recorded im Account 1753.9 under the old
and new concepts. Therefore, the presemt Dalance in the
account consists of & cosmbination of both types of trapsactions.
The primsry responsibility for clearing ummatched debit
| salances recorded in this account after the new procedure rests
] with Supply Division. Respomsibility for items recorded under
i the old procedure rests Jointly with Pimance and Supply Diviaions.

14. At the date of our last audit, 29 September 1961,
SEX1A1A account had lances with & met debit balance of 25X
T Although 900 of the older balances with a net

25X1A credit value of were written off to Accounmt 430 in
October 1962, the sccount at 31 October 1962 comtainmed I 25X
balsnces with a net debit value of _ A limited test 2EXHA
of these balances disclosed that they include 823 credit

25X1A bpalamces totaling over 3 months old, and 1,044
25X1A debit balances totaling over & months old. Amalysis
and other action necessary to clear these old balances is
currently underway in Fimance Division and the Office of
Logistics. We recommend thai the actions mecessary to clear
the old and improper balances be expedited and the account be
maintained in a current concitiom in the future.

th

Type 11 PPA Accounts

15. Procedures for reconciling balances in gemeral
ledger Account 176¢ - Property in Use - Type 11 Installations 1
with the Ampual Dollar Value Reports were revised effective
| 1 March 1962. Annual Nollar Value Reports as of 28 Pebruary
1962 have been reconciled and recorded under the revised

Approved For Release 2002/01/31 : CIA-BDP78—04608A00010001;0051(1-58

4




25X9A2

25X1A

25X1A1A

Approved For Release 2002/01/%DP78-04608A000100010050-8

IRV AN R T ‘4
Vo0 o F 2 d b het Kol ¥ OB OBA N

-T-

procedures for[llll Type 11 installations. PFFA reports for 2
instalistions were in process, 4 had not been recelived, and
3 had been returned for correctionm.

16. As suthorized im the revised procedures, except
for differences due to shipments in transit, differences not
readily identifiable were adjusted to make the balances in
Account 176 agree with the balasces reported by the Type II
installations. As a result of the adjustment of Headquarters
records for unidentified differences between accountahility
ref lected on Headquarters records and that shown on [ilistation
reports, accountability reflected by Headquarters was increased
oyl »ifferences adjusted without investigation
ranged from a few dellars to over_ Of the
differences written off 43 exceeded $5,000. By meworandum
dated 20 August 1962, Chief, Accounts Branch, in setting forth
the procedure for adjusting cifferemces indicated that schedules
of differences would be prepired and reviewed to determine the
review and analysis required concernimg the unidentified
differences included im the adjustment. We recommend that this
review and determination be completed at an early date in
order that any investigation determimed necessary may proceed
before data necessary to resclve major differences is lost
through the passage of time.

Condition of Accounts Payable - Property Procurement -

17. The current audit disclosed that the generally
unsatisfactory condition of Accouats Payable for property
procurezent discussed im prior audit reports atill exists.

At 31 October 1962, Account 303.2 - "Accounts Payable -
Property Procured at Headguarters PFrom Other U.5. Govermment
Agencies” contaimed about 660 debit balances totaling

many of which were more than two years old, and 2,632 credit
balances of which 1,193 were dated prior to 1962. Account
303.3 - "Accounts Payable - Property Procured st Headquarters
Prom Commercial Veadors,” contained approximately 2,806 debit
balances with a dollar value a[_ many of which were
ever two vears old, and 3,265 credit balances of which 1,550

were recorded prior to 1962.

- SECRER-
o i

Approved For Release 2002/01/31 : CIA-RDP78-04608A000100010050-8‘""‘

25X

5X1A1A




».

; E App_r;oVedfi:or Release 2002/0m-R[{WQ%GQS@gO&o&oo\?P??&E L
i FUALNE b

"8-

18. Wwe understand that representatives of the Office
of Comptroller have been studying this problem and are now
considering changing the entire procedure for handling
accounts payable. We recommend that this action be expedited
and that appropriate action bhe takenm to clear the old and
improper items from Accounts 303.2 and 303.3.

No Improvement in Accounts Receivable - Property Sales

19. 1Im our reports issued 14 April 1961 and 24 January
1962, we called attention to the unsatisfactory condition of
Account 152.5 - "Accounts Receivable - Property Sales™ and
recomaended action to amalyze the account and clear old and
improper balances. Although considerable acticns to clear old
balances were performed durimg the audit period, at 31 October
1962 we found that debit balances in the Account totaled
$1,043,650 of which $390,000 or about 37% were over & months
old. Also the account contailned credit balances totaling
$306,000. Changes in the old debit and credit items during
the past year are summarized as follows;

31 October 1961 31 October 1962
Age of No. No.
Items Items Amount Items Amount
7-12 months 51 $132,590 73 $217,556
Over 12 months 42 159,762 1/ 35 171,641
Not aged (Credits) 30 56,284 2/ 18 132,967

1/ Includes 12 items totaling $86,285 included
in prior yvear figures.

2/ Does mot include 10 items totaling $173,353
received in barter transactions.

We understand that procedures for recording barter transactions
are currently under review. We recommend that the review be
broadened to cover all transactions im the account and that
action to analyze and adjust old and improper balances as
determined necessary be expedited.

- 8

SESREy
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